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SUBJECT: JAPAN TO SIGN ECONOMIC ASSISTANCE PACT WITH IRAQ 
REF: TOKYO 10473 

1. ACCORDING TO NEWS REPORTS, CONFIRMED BY MITI SOURCES 
MITI MINISTER NAKASONE AND IRAQ MINISTER FOR ECONOMICS 
HIKMAT AL-AZZAWI WILL SIGN AGREEMENT AUGUST 16 UNDER WHICH 
JAPAN WILL LEND IRAQ ONE BILLION DOLLARS FOR ECONOMIC 
DEVELOPMENT, IN RETURN FOR NINETY MILLION TONS CRUDE OIL 
AND SEVENTY MILLION TONS OTHER PETROLEUM PRODUCTS OVER TEN 
YEAR PERIOD. JAPAN WILL ALSO PROVIDE TECHNICAL ASSISTANCE 
FOR SIX PROJECTS IN OIL REFINING, LIQUIFIED NATURAL GAS, 
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RESPECTIVELY IN CONFORMITY TO IRAQ'S FIVE YEAR ECONOMIC 
PLAN. 

2. AGREEMENT ALSO PROVIDES FOR CABINET LEVEL IOINT 
COMMITTEE TO MEET ONCE A YEAR TO OVERSEE IMPLEMENTATION 

OF AGREEMENT, AN ECONOMIC COOPERATION COMMITTEE DRAWN FROM 
PRIVATE ENTERPRISE, AND A FRIENDSHIP ASSOCIATION TO 
PROMOTE CULTURAL EXCHANGE. 

3. JAPANESE NEGOTIATING TEAM WILL VISIT IRAQ LATER 
THIS MONTH OR EARLY SEPTEMBER TO REACH AGREEMENT ON 
KEY QUESTION OF PRICE OF CRUDE (REFTEL). 

4. COMMENT: SIGNING OF ECONOMIC ASSISTANCE AGREEMENT 
IS FOLLOW-UP TO NAKASONE VISIT TO IRAQ LAST JANUARY 
WHEN HE INITIALLED DRAFT OUTLINE. SUBSEQUENT TALKS 
FOUNDERED ON PRICE QUESTION WITH JAPAN OFFERING NO 
MORE THAN 90 PERCENT OF POSTED PRICE, WHILE IRAQ 
SOUGHT 93 PERCENT. ALTHOUGH PLANNING DIRECTOR OZU OF 
MITI RESOURCES AND ENERGY AGENCY ASSERTS JAPAN WILL 
SEEK A PRICE LESS THAN 93 PERCENT OF POSTED PRICE, 

PRESS SPECULATES THAT JAPAN NOW WILLING TO ACCEPT IRAQI 
DEMAND. ALTHOUGH IT WILL SUPPLY AT ITS PEAK LESS 
THAN FOUR PERCENT OF JAPAN'S OIL NEEDS, IF JAPAN-IRAQ 
DEAL GOES THROUGH, IT WILL BE JAPAN'S FIRST DIRECT 
GOVERNMENT TO GOVERNMENT OIL AGREEMENT. 

HODGSON 
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